
TO: 

PLO.IDA PUBLIC SBRVICS COMMISSION 
Capital Circle Office Center • 2540 Shuaard Oak Boulevard 

Tallaha••ee, Florida 32399-0850 

IIIIIQIAIIQJlll 

Dec-.ber 26, 1996 

PRCII: 

DIUCTOR, DIVISION OP RSCORDS AND RSPORTIIfG (BAYO) 

DIVISION OP AUDITlNQ • PIKANCIAL ~SIS (HICKS)~~ f.r 
U: 

DIVISION OP CCII.,..ICATIOifS (RSITB ~ ~ 11 
DIVISION OP L8GAL SDVICU (BROWII //' ;,; 1.1 ( .. .. ,-~ U/1 

DOC:Kft .0. 110714-'I'L - QUINCY DLSPBONS a.&AIIY - UQUST 
POR APPROVAL OP llDIAllfDIG Lin RAftS 

.JAIIUUY 07 • 1997 - ll&GULAil AGIDIDA - PROPOSBD AGDICY 
AC'I'IC* - lftDUTSD PDSONS MY PARTICIPATS 

CRITICAL DATU: 

SPSCIAL INSTRUCTIONS: 8:\PSC\APA\WP\tl07t4'1'L.acK 

CASK BACKGROUIID 

On July 1, 1996, the Commission established ranges o f basic 
factors for lives and salvage values to be used in de ve l oping 
depreciation rates fo r companies subject to Rule 25-4 .0175, Flo rida 
Administrative Code (F.A .C.) ; Depreciat i on (Docket No. 960715 -TL) . 
The ranges are presumptively valid a nd t he burden o f proof is 
placed on any party protesting a Commissioh approved life o r 
salvage value . 

If a company's current or proposed service l ife or salvage 
va l ue for any given a ccount is not wi thin t he esLablished r anges, 
the company must file additional information. Eac h company shou ld 
a l so make a n election to continue us.ing remaining l ife met hodology 
or to switch to whole life methodology . The e l ect i o n is one - time , 
and requests for a change in the 1 ife a nd/o r salvage factor for any 
account can be no more than once a year. 

Quincy Telephone Company (Quinc y o r Compa ny ) originally fi l e d 
a request for approval of r e maining life r ates on Ju l y 1, 1996, and 
requested a January 1, 1996 implementation date. On August 6 , 
1996, the Company submitted r e v ised schedules and requested an 
i mplementation da te of July 1 , J 996. 
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DOCKET NO. 960794 - TL 
DATE: December 26, 1996 

DISCQSSIQN OP IISUIS 

ISSUI la Should currenLly prescribed r a t es be revised at t hi s 
time? 

RBCOIDIIIIJ)ATIQN 1 Yes . 
indicates that there 
(HICKS ) 

A review o f Quinc y' s pla ns and a ct ivity 
is a nee d t o r· t·evision of c urre nt rates. 

STAll AMLJSISa The last comprehensive d e preci ation study !ot· 
Quincy was submitted June 6, 1994, and its current de preciation 
rates and amortization schedules were appro ved effective January 1, 
1994. Before revisio n, Rule 25 - 4. 0175 , Florida Administrative 
Code, required tele phon e companies to file a compre he nsive 
deprec iat i on study at l east once e ve ry three yean;. The r~evi sed 

rule allo ws telephone companies t o c ha nge t heir d e pr·eciation r·atcs 
once a year. 

Rule 25 - 4 ~ 0175, F .A .C. , a lso pro v ides rangeo of life and 
salvage factors for tele pho ne plant a ccounts. The ranges arc 
c onsi dered presumptively valid, and mo ve ment with in them requires 
no justification. Ho weve r, justifi cation is r equired to move into 
or out of an establishe d range. 

On July 1, 1996, the Company filed a r e quest to c ha nge it s 
rPmaininq I i f e raten iu k•"~"p i ng with 1 hi n na le. Thi o ,. ·qw ·nt w.w 
s uln>cquc ral ly ~.·cvi sed on August 6 , 1996. A revie w o l l hc Cornpc.any's 
plans and a c tivity indicates that there is a need for r e vis i o n o f 
c urrent rates . 
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DOCKET NO. 960794 - TL 
DATE: Decembe r 26, 1996 

ISSUI 2 : What adjustments to accounts, if any, s hould be made t o 
correct err ors in this fil ing? 

RIC~ATIOif: The Company' s books s houl d be ad j uuted to r eflec t 
its Ana l og Subscriber Circuit a~.:count •. w fully t ecove u :d. (lll CKS) 

STAll AlfALYSIS: In the las t study (Docket No. 940607 -'fL; Orde r No. 
PSC - 95 - 0400 - FOF-TL, issued March 23, 1995) , Qui ncy' s a nal og 
subscriber ci rcuit account was placed on a 2 ye.:u recove r y 
schedule. At January 1, 1994, anal og subsc ribe r c ircuit had a ne t 
unrecovered investment of $19,451. A r e view of the i nstant fi l ing 
and annua l reports r e vealed that the Company had no t placed the 
account on a r ecove ry schedule as i ndi ca ted in t he Orde r. If the 
account had been accounte d for according to t he Order , t he analog 
s ubscdbcr· ci r c uit account would be full y r·ecov•:: r.·ed as of t he 
proposed implementation date (July 1, 1996). 

Staff recommends that t he Company ad j ust it books to refl ect 
its Analog Subscriber Circuit a ccount as fully r ecovered. The 
Company was not ified of the e rro r, and it has agreed to make t he 
cor.rect ion as needed . 
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DOCKET NO. 960794 -TL 
DATE: December 26, 1996 

ISSQI l a What transfers between accounts, if any , should be made? 

IICOIIIIIIDA'l'J(If: Staff recommends that the Company transfer 
negative i nvestment and reserve balances from the Aerial Wire 
account to the Aerial Cable investment and res erve accounts. 
(HI CKS) 

STArr MALYSIS: 1\ negative inve stm<>nt and r e s e r·ve bal.-ance o l ~'706 

and $919, respectively , is reflect~d in the Ae rial Wire account. 
The Company proposes a transfer of these amounts to the Aerial 
Cab l e investmen t a nd reserve a c count s. According t o the Company, 
its proposal is i n line with t he transfers made from the Aerial 
Wire accounts in conjunc tion with the 1994 depreciation study. 

Staff ' s recommended adj ustments are presented below. Table 1\ 

reflects staff' s r ecommended transfer adjustme nts . Table B 
reflects the i nvest me n t a nd reserve balance of both accounts after 
staff ' s recomme nde d a d justment. 

TULIA 

ACCOUII'1' JULY 1, 1996 JULY 1, 1996 
IIIVSS'I'ImWI' usava 
ADJUS'I"NDft' ADJUSTIIDT 

Aerial Wire $708 $919 
Acct. No. 2431 

/\e rial Cable ($708) ($919) 
Acct. No. 24 21 

TABL8 8 

AC:COUlft JULY 1, 1996 JULY 1, 1996 
DIV&S'I'IIIDIT 8A.LAIIC8 R888RV& BALAifC:8 

Aerial Wire $0 $0 
Acct . No . 24 31 

Ae rial Cable $2 , 624,548 $1,430 , 429 
Acct. No . 24 21 
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DOCKET NO. 960794-TL 
DATE: December 26, 1996 

ISSQI ts What are the appropriate life and salvage values? 

JliCQIIIIRDATIOih At tachme nt A i s a comparison of t he basic fac t o r s 
r e flected in Rule 25- 4 .0175 , F.A.C., t he factor s proposed by t he 
Company, and the factors recommende d by staff. Attachme nt B 
reflects t he depreciation rates a nd compone nts , while Attachme nt C 
is a comparison of the resultant de preciation e xpe nse . Staff's 
recommendation, based on investments as of July 1, 1996, would 
result i n an increase in expenses of approximate ly $90 ,000. 
(HICKS) 

STAPP MAJ,XSISs Staff has reviewed Quincy's request to c hange its 
remaining life rates in accordance wi t h Rule 25 - 4 .0175 , F.A. C. The 
Compa ny' s c urrent life and sa lvage factors are wi t h i n t h r> 
Commission established ranges, and the Company has not r eque :il ted a 
factor outside the established range for any given account. 
Howe ve r, the Company has proposed a c hange in c urve s hape fo r t he 
Aerial Cable -Metallic (Account No . 2421.1) a nd I he Buri ed C.1bJ •: 
Metallic (Account No. 2423.2) a ccoun tn. 

According to Rule 25 - 4.0175, F.A .C., "lt shall be a rebuttable 
presumption that in determining the average r emaining life, the 
curve shapes shall be those from the Company's last 
represcription." Justification for its proposed c hange in curve 
shapes has been provided by the Company. 

The Company proposes to c hange its curve s hape (e xpect e d 
mortality dispersion) for the aerial cable account from an R1 t o an 
S1.5, and change its curve s hape for t he buried cab l e accoun t from 
an so to an S1.5. These changes, according to the Company, are 
requested due to the substantial amount of retireme nts expected i n 
these accounts and the forecasted phase -out of the embedded 
investment in aerial cable and buried ca ble by about 2016 and 2017, 
respectively. 

Sta f f hao reviewed t he Company' s proposal s and be lieves t he m 
to be in line with the Company's plans. Further , we find the 
Company's plans regarding the phase -out of metallic cable to be 
reasonable and in line with current industry projections. URing 
the currently prescribed R1 curve shape and the cu r r e nt age of 10 .. 7 
years for the aerial cable a ccount irnpl ies a phase-out date o f 
2019. Howe ve r, an S1.5 curve shape i s reflective o f t he Company' s 
planned phase -out of aerial cable by t he year 2016. Similarly, the 
currently prescribed SO c urve shape along with the current age of 
buried cable of 9.8 years, implies a phase -out date of 2008, while 
the proposed S1.5 curve shape implies a phase -out date of 20 17. 
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DOCKET NO . 960794-TL 
DATE: December 26, 1996 

Based on the foregoing, staff r ecommends that t he c urrent 
curve shapes for aerial cable-metall ic and buried cable-me tallic be 
changed to S1. 5. Attachment A is a comparison of the basic fac t o r s 
reflected in Rule 25-4 . 0175, F . A.C. , the facto r s proposed by t he 
Company, and the factors recommended by s taff . Attachme nt B 
reflects a comparison of t he Company' s and staf f's pos i t ions 
r egarding the depreciation rates and compo·nents f o r e ac h account . 
Attac hme nt Cis a comparison o t t he rc :m.Jtan l deprecjat ion e xpc nnc . 
Staff's recommendation, based on investments as o f July 1, 1 ~96 , 

would r esult in an inc rease in expenses of approximately $90,000 . 

ISSUI 5& What should be t he implementation date fo r t he new rates? 

JtiCCliiiPDATIOIJ: The Company has r eque s ted, a nd St a [[ recommendr;, 
an implementation date of July 1, 1996 . (HICKS) 

STArr AMLXSIS: Rule 25- 4.0175, F . A. C. , states t hat a utility 
requesting an implementation date at the beginning of its fiscal 
year must submit its request prior to the mid-point of that fiscal 
ye a r. 'I'he Company' s o r .iginal r equenl was s ubmit ted July 1, 1996, 
with a proposed implementation date o f Janua r y 1, 1996. A re vised 
request was submitted on August 6, 1996, with a proposed 
implementation date of July 1, 1996. Since Quincy's fiscal year is 
the calendar year, its proposed implementation date is in 
accordance with the rule. 

The schedule reflecting the Company's proposed life and 
salvage parameters are based on a July 1, 1996 date. In addi tion, 
the proposed implementation date is in keepi ng with Rule 25 -4 . 0175, 
F.A.C. As a result, staff recommends the Commission accept t he 
Company's proposed implementation date of July 1, 1996 . 
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DOCKET NO. 960794 - TL 
DATE: Dece mber 26, 1996 

ISSQI 6: Should this doc ket be closed? 

IIC<IMINJ)ATIQH: Yes. If no substantially affected pe rson time ly 
files a protest to the Commission's not ice of proposed agency 
action, this docket should be closed . (HI CKS) 

STAPP MALYSIS: If no substantially affected person files a timely 
request for a Section 120.57, Flo rida Statutes , hearing within 
twenty - one days, no furthe r a ction will be r equired, and this 
docket should be closed • 
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